LEGISLATIVE SERVICESAGENCY

OFFICE OF FISCAL AND MANAGEMENT ANALYSIS
301 State House
(317) 232-9855

FISCAL IMPACT STATEMENT

LS 7100 DATE PREPARED: Jan 17, 2002
BILL NUMBER: HB 1247 BILL AMENDED:

SUBJECT: Insurance Coverage for Childhood Immunizations.

FISCAL ANALYST: Michagl Molnar
PHONE NUMBER: 232-9559

FUNDSAFFECTED: X GENERAL IMPACT: State & Local
DEDICATED
FEDERAL

Summary of L egislation: Thishill requires coverage under apolicy of accident and sicknessinsurance and
under a health mai ntenance organi zation contract for childhood immunizationsthat are recommended by the
federal Centersfor Disease Control. Thebill specifiesthat if aprovider providestreatment or eval uation and,
at the same time, a childhood immunization, the provider must be paid separately for the evaluation or
treatment and the childhood immunization.

Effective Date: July 1, 2002.

Explanation of State Expenditures: (Revised) Thisbill would have a minor impact on the state employee
health plans. The state plans currently cover all of the CDC recommended immunizations. However, some
of these plansinclude copayments, deductibles, and out of pocket expenses.

There could be someincreases of state health insurance premiumsunder the provisionsof thishill. A polling
of providers resulted in three of the six state plans responding that rates would increase. Two of these
providers indicated that rates would increase for all participants between 0.5% and 1% per member per
month.

The cost of implementing this provision is estimated to be approximately $59,000. The cost reflects a$0.20
per member per month cost for HM O based plans and a $0.28 per member per month cost for the state self-
insured plan. Thiscost is based upon staff analysis of current premiums, copayments required, and services
covered under state employee health plans. Thiscost representsthetotal increasein ratesfor state health care
plans. However, the state may elect to pay theincreasein cost, reduce benefits, passthe cost increaseto state
employees as higher contribution rates, or share the cost of the increase with state employees. Under the
current 93.9/6.1% state/empl oyee cost share, the statewoul d pay about $55,000 with empl oyeespaying about
$4,000.
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Publicly Funded Immunizations. Local heath departments provide childhood immunizations for
approximately 27% of the childrenin Indiana. Some of these children may beinsured, but the insurance may
not currently cover immunizations. Consequently, the bill’ s requirement that the cost of immunizations be
covered in full by insurance policies and HMOs could potentially reduce the number of children being
immunized at local health department programs. According to State Department of Health pricing
information, the full battery of required childhood immunizations based on public sector unit prices is
approximately $400 per child. The amount of state funding that is spent for this purpose is currently
unknown.

Background: Currently, the six HMOs that provide health benefits to state employees cover childhood
immunizations. Five of the six HMOs require only a$5 copay and no deductible, and the remaining HMO
requires no copay or deductible. The copays required for immunizations by these plans are consistent with
that required for other services.

Explanation of State Revenues:

Explanation of Local Expenditures: (Revised) The bill would require childhood immunizations to be
covered by health insurance policiesand HM O contracts, but would not allow any copayments, deductibles,
or out of pocket expense. This could potentially impact local governments and school corporations
purchasing health benefits from insurance companies and HMOs for their employee health benefit plans.
Health insurance coverage for local governments vary. It is possible that local expenditures for health
insurance could increase due to the provisions of thisbill.

Local unitsof government (LUGS) are allowed to purchase state health insurance for their employees. HEA
1925-2001 allows local governments to form a LUG group to purchase health insurance through state
providers. There could be pressure on these rates based upon the provisions of this bill.

The private sector cost of the full battery of required childhood immunizations is approximately $636 per
child. However, this does not necessarily mean that premium costs for local unit and school corporation
health benefit planswould increase by that amount. The actual impact on premiumswould depend upon the
extent to which theseempl oyeehealth plansalready pay for required childhood immunizationsand the extent
to which these costs could be passed on to purchasers. Specifically, premium increases could potentially
occur if an employee health benefit plan currently doesn’'t cover childhood immunizations or covers
immunizations, but with a copayment, deductible, coinsurance, or out of pocket expensethat is higher than
for other services.

In addition, a premium increase resulting from the bill may not necessarily imply additional budgetary
outlays since employer responses to increased health benefit costs may include: (1) greater employee cost
sharing in health benefits; (2) reduction or elimination of health benefits; (3) reduction in the size of the
workforceeligiblefor health benefits; and (4) passing costsonto workersintheform of lower wageincreases
than would otherwise occur.

Explanation of L ocal Revenues:

State Agencies Affected: All agencies that purchase accident and sickness insurance or use HMOs to
provide healthcare.

L ocal Agencies Affected: All agencies that purchase accident and sickness insurance or use HMOs to
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provide healthcare.

Information Sources: Debra Webb, Division Director, Benefits, Disability & Worker's Comp Division,
State Department of Personnel, (317) 232-8828; Christy Tittle, Program Coordinator, Employee Benefits
Section, State Department of Personnel, (317) 232-3241.

HB 1247+ 3



